























 I  INTRODUCTION

Local authority economic development activities have grown significantly during the last decade (see for instance: Mills and Young, 1986; Chandler and Lawless, 1985; Rowan-Robinson & Lloyd, 1987; Sellgren, 1991; McQuaid, 1992). However across Britain, the structures of these authorities is in the process of major reform with the introduction of single-tier authorities. In England the Local Government Commission is considering unitary structures on an area by area basis, although they are also permitted to recommend no change in the current structure (DoE, 1991). In Wales and Scotland, central government is determining the functions and boundaries of the new unitary authorities (The Scottish Office, 1991, 1992; Welsh Office 1991; see Midwinter, 1992, and Boyne, 1992 for comments), while Northern Ireland, the Islands of Scotland and metropolitan authorities in England already have unitary structures. 







First, the impact of reforms on what activities (including the development and implementation of policies) are carried out will be affected by legislation and their influence upon effectiveness and efficiency. In terms of legislation economic development is a statutory function in England and Wales under the Local Government and Housing Act 1989 (Part III, Sections 33-35). This permits local authorities a wide remit to take steps for "promoting the economic development of their area." However, there are specific controls upon local authority companies (Part V), and activities may be further restricted by regulations or guidance from the Secretary of State which leaves open the possibility of future direct constraints on local authority activity by Central Government. The move to unitary authorities is unlikely to directly affect this, however, particularly where new boundaries are close to those of other relevant government funded bodies such as Training and Enterprise Councils, Government regulations could be used to prevent overlap or competition between them. 

In Scotland the economic development function is discretionary but the Consultation Paper on Reform (The Scottish Office, 1992) question whether this should remain the case. The proposals make the general point that responsibility for the "vast majority" of services will be maintained by the new single tier authorities (para 3.2), and outline the range of existing 'industrial development' functions as including:
 
"provision of land and buildings; overseas trade promotion; financial aid to companies, eg. equity, loans, grant aid, support for training, employment subsidies; advice to companies; and support for other industrial development agencies such as enterprise trusts and for joint ventures such as urban partnerships" (para. 26.1).

These, together with functions under planning, urban regeneration, tourism and relations with the European Community functions broadly cover the existing major business support and physical infrastructure activities of local authorities (see McQuaid, 1992). Some existing areas of activity are not specifically mentioned, for example environmental improvements and training (other than support for company training) although there is no suggestion that they be prohibited. In the latter case recent legislation has, from April 1993, transferred responsibility for Further Education from local authorities and this may reduce their involvement in the provision of some forms of training anyway. 

Section 35 of the Act in England and Wales imposes a duty upon local authorities active in the field to draw up an annual document setting out their proposals and to make it available to and to consult with local commercial and industrial representative bodies, as well as others they consider appropriate. Greater mutual consultation between local authorities and others should prevent wasteful duplication and identify significant gaps in the provision of local business support services. 

A survey was carried out in 1992 with responses from all 12 Regional and Islands Council and 42 of the 53 District Councils in Scotland. Some 83% of the former and 57% of the Districts had a formal economic development strategy or statement, so legislation would affect a significant number of (usually small) Districts. There is already a high degree of consultation on these strategies during their development (table 1) - current legislation in England and Wales only requires it after the strategy is developed and does not specify how thorough the consultation is. The table shows a wide range of consultees, for example with 80% of Regions and 58% of Districts consulting the private sector (beyond the compulsory consultation with non-domestic rate-payers), and the same proportions consulting with Scottish Enterprise/Highlands and Islands Enterprise or their Local Enterprise Companies (LECs). Some 42% of Districts and 30% of Regions also consulted with the voluntary sector, and over 70% of all authorities consulted with other public agencies, such as the Forestry Commission. 

In terms of efficiency and effectiveness, single-tier authorities should avoid duplication and be able to overcome co-ordination problems between different local authority functions more easily than under a two-tier system. However, existing evidence suggests that most authorities take formal or informal action to avoid unproductive duplication (McQuaid, 1992). Also, the reduction in the numbers of different providers (eg. of small industrial property or of business advice) could lead to monopoly provision of the service unless the other quasi-public sector agencies (such as the TECs/LECs or Enterprise Trusts) remain active.

The size of the proposed single-tier authorities will have an important impact upon services provided. Larger authorities are likely to have economies of scale in terms of resource use - for example permitting the employment of specialist staff, the setting up of specialist delivery mechanisms (in-house or external, such as for an industrial sector or community businesses), and budgets for major property or other initiatives - as well as in terms of potential client population. It is likely that certain services could not be operated cost efficiently by small authorities, the Consultation Paper cites trade development as an example. Generally the range and depth of functions offered by smaller authorities would be less than if larger authorities were chosen, although without a 'higher' tier to provide services, smaller local authorities are likely to become more active than at present. One solution may be for small authorities to jointly provide such services, although there may be difficulties of priorities and accountability.

Relations with other key actors.

The importance of relationships with other agencies and actors in promoting economic development is well recognised (eg. Bennett and Klebs, 1991; Lyons & Hamlin, 1991). The Consultation Paper in Scotland recognises that local authorities are part of a network of bodies providing industrial development services to businesses. The relationship with LECs is particularly important in Scotland as they have considerable resources, and also wider economic development and environmental functions than Training and Enterprise Councils (Danson et al, 1990). As discussed earlier, if the legislation followed the pattern in England and Wales then it would do little to delineate functions as these are not precisely defined in Statute. Hence future regulations could prevent local authorities undertaking some activities, which may reduce choice for those seeking support, leave an area without a particular form of support if the LEC chose not to provide it, and possibly prevent useful joint ventures on projects if they fell within a prohibited activity. 

The scale of new unitary authorities will also influence the relationships between them and others in the network. Current proposals are for 15, 24, 35 or 51 authorities in Scotland. As the Consultation Paper argues, while larger authorities could relate more effectively with LECs (who are a similar size in the lowlands to the authorities under the 15 authority option), smaller authorities (especially under the 35 and 51 authority options) may be more responsive to local small and medium sized enterprises and could relate to Enterprise Trusts.





Some of the issues of accountability and democracy are clearly illustrated in the case of the planning system. For instance strategic planning would not be possible for smaller authorities, hence necessitating other bodies such as a planning commission or joint planning boards covering a number of authorities (Hayton, 1993). This could lead to potential conflict in policy or emphasis between the different organisations with responsibility for planning and therefore the land-use aspect of economic development. In terms of the Government's own criteria (The Scottish Office, 1992) this would also cause a reduction in accountability (as no single body could be held fully responsible), democracy (as some of the bodies would not be directly elected), and clarity (if there is confusion with the current two-tier system then a system with a local authority, joint planning board, joint agency for trade development etc. would probably be even less clear). 















BENNETT, R.J., and G. KLEBS (1991), Local Economic Development: Public Private Partnership Initiation in Britain and Germany. London, Belhaven Press.
BOYNE, G. A., (1992), The Reform of Local Government Structure in Wales: A Critique of the Case for Unitary Authorities, Public Money and Management, 12, 49-52.
CHANDLER, J.A. and P. LAWLESS, (1985), Local Authorities and the Creation of Employment. London, Gower.
DANSON, M., FAIRLEY, J., LLOYD, G. and D. NEWLANDS, (1990), Scottish Enterprise: an evolving approach to integrating economic development in Scotland, in BROWN, A. and R. PARRY, (Eds) The Scottish Government Yearbook 1990. Edinburgh, Edinburgh University Press.
DOE, (1991), Local Government Review. The Structure of Local Authorities in England. London, Department of Environment.
FAIRLEY, J., (1992), Scottish Local Authorities and Local Enterprise Companies: A Developing Relationship?, Regional Studies 26, 193-199.
HAYTON, K., (1993), Two into One Won't Go - an analysis of the proposals for the Reform of Scottish Local Government, Local Government Policy Making, 19, 4, 7-18.
LYONS, T.S. and R.E. HAMLIN (1991), Creating Economic Development Action Plans. New York, Praeger.
MCQUAID, R.W., (1992), Local Authorities and Economic Development in Scotland: A Report prepared for COSLA. Edinburgh, Convention of Scottish Local Authorities.
MCQUAID R.W., (1993a), Economic Development and Local Authorities: the Scottish Case, (forthcoming).
MCQUAID R.W., (1993b), Costing Local Government Reform, Local Government Studies 19 (forthcoming).
MIDWINTER, A., (1992), The Review of Local Government in Scotland - A Critical Perspective, Local Government Studies, 18, 44-54.
MILLS, L. & K. YOUNG, (1986), Local Authorities and economic development:  a preliminary analysis in V.A. Hausner (ed.) Critical Issues in Urban Economic Development. Oxford, Clarendon.
ROWAN-ROBINSON, J. and M.G. LLOYD, (1987), Local Authority Economic Development Activity in Scotland. Department of Land Economy, University of Aberdeen.
SCOTTISH OFFICE, THE (1991), The Structure of Local Government in Scotland: the Case for Change. Edinburgh, HMSO.
SCOTTISH OFFICE, THE, (1992), The Structure of Local Government in Scotland, Shaping the New Council. Edinburgh, HMSO.
SELLGREN, J.M.A., (1991), The changing nature of economic development activities: a longitudinal analysis of local authorities in GB 1981 to 1987, Environment & Planning C, 9.
TOUCH ROSS, (October 1992), Structure of Local Government in Scotland:Advice on Financial and Qualitative Appraisal. Edinburgh, The Scottish Office Central Research Unit.
TOUCHE ROSS, (January 1993), Additional Information Supplied to the Working Group on Local Government Finance. Edinburgh, Local Government Reform Unit.






Of local authorities having an economic development strategy, percentage developing them after consultation with:

					        Regions/  Districts  All
						   Islands
							     Percentage
LECs/Scottish Enterprise/













































Please find attached a paper for consideration for Regions - as promised. I will try to ring you tomorrow (Tuesday). I can be contacted at 0786-471818 today or 031-455 2495/2522 tomorrow.

I hope you like it.




Yours sincerely,




Ron McQuaid



